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Abstract

This article is a study on self-employment in Spain, and particularly on a target group: worker-members of
small limited liability companies. Through the descriptive analysis of a sample of workers extracted from the
Continuous Work History Sample (CWHS), on the one hand, we evaluate the conditions which determine
the decision to become your own employer, and on the other hand, we reflect a number of socio-
demographic characteristics related to the working life of our target group. The most relevant result demon-
strates that worker-members of small and medium-sized enterprises (SMESs) can be differentiated as an inde-
pendent group with its own features, despite the economic literature has usually studied them within the self-
employed workers’ collective. This group represents about a quarter of the totality of the Spanish self-
employed work, thus becoming a very important part of the national economy in the wealth and employment
creation.
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Introduction

The economic literature has addressed the decision of becoming a self-employed worker from two different
angles: the macroeconomic and the microeconomic approaches. The first one analyses the evolution in the
self-employment rates and links them with macroeconomic variables, especially with GDP development,
changes in the institutional setting, and fiscal and labour policies. The microeconomic approach studies indi-
vidual circumstances and decisions in working life, and tests carried out using samples extracted from mi-
croeconomical databases, obtained through household surveys.

Traditionally, the self-employment has been associated with the lack of employment opportunities, which
would enforce unemployed people to set up their own business, regardless of their entrepreneurship. Times
of economic recession would be adjusted to this circumstance owing to the high levels of unemployment. In
this line, some authors (Gonzalez, 2009; Cuadrado y Del Rio, 1993; Evans y Leighton, 1989) claim that self-
employment revives in the GDP stagnation periods, since the loss of expectation of finding a job of unem-
ployed people forces them to try the adventure of becoming their own bosses (Alvarez et al., 2013; Ceballos,
2016). However, in the opposite direction, there are also works (Carmona et al., 2012; Blanchflower and
Oswald, 1991; Taylor, 1996) which claim that cycles of economic prosperity favour the development of new
opportunities and, with them, the creation of self-employment jobs.

The socio-demographic, academic and occupational factors of the individual are also determinants which
condition the probability of becoming an entrepreneur. The academic literature has been recurrent in the
study of “classical” factors, such as professional skills, family wealth (and their own), gender and work envi-
ronment. It has been shown that the division of tasks in the home family favours that males become self-
employed workers to a greater extent that women, and that the businesses run by males usually survive for a
longer time (Millan et al., 2012). Moreover, the accumulation of human capital, either through academic
training or the accumulation of experience in previously performed jobs, do not clearly determine the greater
likelihood of becoming a self-employed worker (Van Der Sluis et al., 2008). On the contrary, there are other
very favourable factors in which the majority of authors seem to agree, such as the ease for obtaining initial

35



f ARMG PUBLISHING

“Thinking ahead"

SocioEconomic Challenges, Volume 2, Issue 1, 2018

financial resources or the availability of business history within the own family (Georgellis et al., 2005;
Congregado et al., 2006).

The referenced economic literature evidences that there are few differences between the characteristics of the
Spanish self-employment and the self-employed workers from the rest of the developed economies of the
world. We analyse in this study a specific group of Spanish self-employed workers, distinguishing within the
self-employment between those who are both self-employed people and workers-members of their own
SMEs; they are both workers and funding partners (Ceballos y Villanueva, 2014). Qualitative and quantita-
tively, this is a significant group around which we will make a socio-demographic and occupational analysis.
In addition, we will compare this group with the traditional figure of the self-employed worker, i.e., the indi-
vidual entrepreneur that develops his activity as a legal person.

Materials and methods

The database used in this study is the Continuous Work History Sample, henceforth CWHS. CWHS is the
result of the merger of different sources (Spanish Social Security, Municipal Register of Inhabitants and
State Tax Administration Agency). This is a register carried out by the Spanish Ministry of Employment and
Social Security since 2010 (the database used in this work is from this year), on the basis of a sample of peo-
ple related with the Social Security during that year. We have carried out a simple random sampling of the
4% with a raising factor of 25 on this reference population.

For undertaking the selection of our sample, we start from a total of 17,943,071 records listed in the 2010
CWHS. We have identified the “active” records, which correspond to the people who are enlisted in the So-
cial Security the 31% December 2010. In a first stage, we delete the “inactive” records in this moment; among
them, the recipients of retirements pensions and the deceased people during the year. Then, we have extract-
ed the records corresponding to active workers, excluding individuals who, even if they are registered as
working, are recipients of unemployment benefits, and people who have a special agreement with the Social
Security for the collection of future retirement pensions. Thus, we only analyse the employed people by the
end of 2010, with a final outcome of 691,231 records. Finally, for identifying the object of our study (work-
ers-members of SMES), we combine variables from the affiliation database (affiliation to the Social Security
scheme) with other variables from the tax database. Cross-referencing both variables, we select those em-
ployees who declare wage incomes from capitalistic companies (limited or public) that, at the same time, pay
Social Security contributions through the Special Scheme for Self-Employed Workers (RETA in Spanish). In
this way, we identify the employees for tax purposes who are also self-employed workers for labour contri-
bution purposes. As shown in Table 1, there are 29,703 worker-members in the register.

Results

Once identified the target group of our study in the CWHS, we statistically describe it from its socio-
demographic characteristics, and also from the characteristics related to their working lives. In this way, we
can reflect the socio-economic reality of the worker-members of SMEs, configuring them as an independent
group of the classic self-employed workers (individual entrepreneurs who develop their activity as legal per-
sons) and employees.

We start the descriptive work with the overview of the collectives, according to their socio-demographic
characteristics (gender and age). We will try to determine whether there is a pattern that defines them, i.e., if
there are personal singularities that are associated with the belonging to one or another group.

In the Table 2, we present the gender distribution. In each one of the groups, the percentage of males is high-
er than females; however, it is reflected a greater imbalance in the distribution by gender of the worker-
members’ group: seven out of ten are males. In the introduction, we have pointed out that it is more common
to find male entrepreneurs, and that the probability of accessing and sustaining the self-employment is also
superior in males. Raising children is more difficult for females when becoming an entrepreneur or facing
the initial problems of businesses: variable incomes, and generally, long, irregular working days. The differ-
ence in the composition by gender between the two groups of self-employed workers (worker-members fac-
ing the classic self-employed workers) is striking: the percentage of males is higher in worker-members alt-
hough the conditions of access and continuity in self-employment, because of gender, should not differ be-
tween males and females of both groups.
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The age distribution in the different collectives (Table 3) reflects that the self-employed workers systemati-
cally have older ages than employees.

The higher average age of the self-employed workers against the employees has partly to do with the later
date of incorporation to self-employment. The self-employed worker prefers to accumulate experience (nor-
mally as an employee) before setting up his company. We also detect that our collective abandons the work
in active with a higher age than employees; they retire earlier. In worker-members, the value of the percentile
five (28 years-old) is five years superior to the employees’ one; that is to say, they enter the working life five
years later. On the other side, in the percentile ninety-five (62 years-old), we also notice a permanence in the
labour market during three years more. When we analysed the distribution of the different groups by age, it
is reflected that worker-members are the collective with the largest percentage of workers between 36 and 55
years-old. This circumstance could be due to the fact that, in the first years of their working life, they accu-
mulate the necessary human and financial capital (experience and economic resources) for setting up their
business. Once the company is operative, they defend its continuity without considering labour changes to-
wards other collectives.

The observed personal characteristics define the average worker-member as male and experimented; moreo-
ver, he joins in his collective when considers that has enough working and economic skills.

With the purpose of analysing the work experience of the target group of our work, we have studied certain
characteristics of their working lives. The observation of the accumulated working life by worker-members
can help us understand how powerful is the commitment with their companies. In the same way, to find out
the unemployment periods during their working lives, and in particular, to know if they have been unem-
ployed before their current job will help to assess if self-employment is a thorough, voluntary decision. On
the other hand, it could be the refuge for a labour market which doesn’t offer employment opportunities.

The Table 4 reflects the basic characteristics of the distribution of the accumulated potential working life of
each target group. This is defined as the time elapsed since the first time that the person enrolled the Social
Security until the date of the sample, regardless of the scheme or schemes by which he circulated. Consist-
ently with the distribution by age, we noticed that the components of our group accumulate a longer working
life. It is interesting to analyse the percentile 5 of the working life of individuals with a value that surpasses
the rest of collectives doubling the employees’ one.

Since the CWHS offers the possibility of consulting the working lives, we have clustered them depending on
what was their employment situation preceding to their current situation in the date of selection/fixing of the
sample (31/12/2010). We have created five groups of workers in each collective: The first group is formed
by those individuals that had not previously worked (at least, legally). The second group is formed by those
workers who directly come from another job. That is to say, they have changed of job without any period of
inactivity between the last job and the active at the end of 2010. The third group includes those whose previ-
ous situation was a period of unemployment with benefits. The fourth group includes workers that had previ-
ous jobs, but the immediately previous episode to the current one was inactivity or unemployment without
benefits. For example, they stopped working without having generated right to benefits and, from that posi-
tion, they have accessed to their current situation. The last group is formed by workers who had been recipi-
ents of finished unemployment benefits; they worked, stopped working, claimed the benefits to which they
were entitled, and these finished.

The results obtained (Table 5) reflect that self-employment seems to perform the function of refuge for un-
employment (both in the case of classic self-employed workers and in the case of worker-members). In rela-
tive terms, the percentage of self-employed workers that come from the unemployment without benefits or
have finished these benefits (fourth and fifth analysed group) exceeds the 50%. On the other hand, there is a
greater percentage of employees (in comparison with the rest of collectives) that come from an unemploy-
ment situation in which they continue receiving benefits. In the light of the results obtained, we can formu-
late the hypothesis that, while receiving benefits, unemployed people don’t consider self-employment as a
form of employment; they keep the hope of finding another job as employees. However, when they do not
receive any type of benefit, the possibility of considering the self-employment as a job opportunity gains
importance. The percentage of worker-members who finished their benefits more than doubles the percent-
age of people in the same situation who obtained a new employment contract.
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It is interesting to indicate that, while the worker-members and classic self-employed workers maintain a
similar trend, the latter reflect greater percentages of workers in this extreme situation. More workers decide
to become classic self-employed workers when they no longer earn unemployment benefits. Part of this dif-
ference may be conditioned by the fact that, for classic self-employed workers, it is easier to register them-
selves in an economic activity and resign again if the project is not viable. We must also add that an unem-
ployed person who becomes a classic self-employed worker could become in a “fake self-employed worker”:
an employee who is obliged by his employer to register in the RETA with the sole purpose of reducing the
costs of contribution to Social Security, although he maintains the same status in the company. This labour
fraud is more difficult with the worker-members because, in order to be configured as such, they must previ-
ously constitute a legal entity (public or limited liability company) with the economic and administrative
management cost that this entails. The worker-member faces more entry and exit barriers in the economic
activity that develops.

Conclusions

In the present study, we have identified and described the socio-economic and labour situation of a signifi-
cant part of the Spanish self-employed workers, with specific characteristics that differentiate them from the
rest of “worker-members”. This group is formed by people who are partners of SMEs (whose predominant
legal form is limited liability company). They have enough social capital to make decisions in their compa-
nies and, at the same time, are workers in the company. We have a singular collective with quantitative and
qualitative importance within the Spanish labour market.

The results have shown a greater concentration of males in the worker-members collective than in any other
of the analysed. On the other hand, women who work outside home mostly choose wage labour, or to collab-
orate in family businesses. In addition, self-employed women opt for self-employment more as classic self-
employed workers than as workers-members. For their part, the probability of belonging to any of the two
groups of self-employed workers studied (worker-members and classic self-employed workers) increases
with the age and the accumulation of experience throughout working life.

Regarding the possible role of self-employment as “refuge” in times of economic recession, the existing rela-
tionship between the previous stages of job insecurity suffered by individuals who belonged to any of the
self-employment collectives is evidenced. However, worker-members seem to have a greater entrepreneur-
ship, since the classic self-employed workers are better adapted to a temporary situation of unemployment,
waiting for new labour opportunities. In addition, the figure of the fake self-employed worker, understood as
that employee who is obliged to register himself as a self-employed worker to reduce Social Security contri-
butions of his employer, is much more suited to classic self-employed workers than to worker-members.
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Appendices

Table 1. Identification of the Groups (Number of Records)

Payer

Group

Special scheme for self-
employed workers

Payer: public or limited company

Worker-members

29,703

Other payers

Rest of self-employed workers

92,418

General scheme

Any payer

Employees

569,110

Total

691,231

Source: compiled by authors based on the 2010 CWHS.

Table 2. Gender Distribution. Percentages

Gender Employees Classic self-employed workers Worker-members
Male 53.57 64.69 71.93
Female 46.43 35.31 28.07
Total 100.00 100.00 100.00

Source: compiled by authors based on the 2010 CWHS.

Table 3. Age of the Active Participants

Age Average Standard deviation Median Percentile 5% Percentile 95%
Employees 40.01 10.98 39 23 59
Classic self-employed workers 45.68 10.92 46 28 63
Worker-members 44.76 10.63 44 28 62

Source: compiled by authors based on the 2010 CWHS.

Table 4. Accumulated Working Life in Years

Average Standard deviation Median Percentile 5% Percentile 95%
Employees 18.87 11.30 17.27 3.27 39.03
Classic self-employed workers 23.23 10.91 22.92 5.74 39.90
Worker-members 23.61 10.49 23.06 6.90 39.90

Source: compiled by authors based on the 2010 CWHS.

Table 5. Previous Employment Situation. Percentages

Situation before the current job Employees Classmviglrfk-sgployed Worker-members
This is their first job 5.72 14.48 11.17
Come from another job 41.40 16.26 29.80
Come from unemployment with benefits 11.74 10.76 7.99
Come from labour interruption without benefits 36.07 44.80 38.60
Finished their benefits 5.06 13.69 12.44
Total 100.00 100.00 100.00

Source: compiled by authors based on the 2010 CWHS.
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